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I.. InTReoD ¢
We define a *'public interest kaw ™ activity as an activity that (1) is undertaken by an organization
in the voluntary, pon-profit scctor; (2) provides representation of interests that are underrepresented
" in private markets and government processes, and (3) involves the yse of labv instruméents, primarily
litigation to achieve the added representation.’ Our paper is a case study of such public intereat
. law (PIL) activity in orie ares, education—in particular, the litigation of traditional school-finance:
mechanisms based on taxation of locsl property. It is part of a much lirger effort to evialuate
the social ind economic consequences of PIL activity and to learn whether this recent institutional
innovation is & useful supplement to government in correcting allocative-efticiency and distributional-
- equity failures of the private, for profit sector=-i.c., whether PIL. ‘activity .actually ‘contributes_
to the *'public interest.”"'= - T T : . . : : .
~ The paper is organized.as follows: In Part 11, we briefly discuss the niture of potential market
failsres in education and the rationale for PiL intervention. Elsewhere we have surveyed public
interest law activities in education. that transcend the finance issue.! While that survey gives an -
overview of the actual and potential role of PIL efforts in education, it conceals much underlying
complexity such.as the unceriain relationship between Judicial outcome (winning or losing in court)
and behavioral implementation of that outcome (consequences of the viclory or defeat). Judicial'

“victory™ (or “'defeat™) does not nécessarily mean that the desired change in behavior will (o

*Weisbrod is Visiting Professor, Institution for Social and Policy Studies and Economics, Yile
University. The ‘authors acknowledge . support.from the Ford Foundstion's Public Interest Law -
Project at the University of Wisconsin. This gaper is drawn_from Lee and Weisbrod, “Public
Interest Law Activities in Education,”” Chapter 12, in B. A~ Weisbrod, in sollsboration withs J.
F. Handler and N. K. Komesar, Public Interest Law: An Economic and Institutional Analysis,
(Berkeley: University of Californis Press, 1977, forthcosiing.) .

'For a more extensive examination of these aspects of what we term *‘public interest law,'”
see B. A. Weisbrod, *‘Conceptual Perspective on the Public Interest: An Ecogomic Analysis,'

Chapter 2 in Weisbrod, et al,
!iiﬂd’_ , ! R
*Lee and Weisbrod, **Publc Interest Law Activities in Educatioa.” in me}q al.-
“ ‘ - o)




| 'courtroom mn in. lh: actual r:shnpnﬂ: of publu; pulu:y ;pwzri; s:hml finance, This: hi

‘been the .product of significant interaction beiween governmental agencies, PIL

» voluntary organizations. It illustrates bﬂhlhe sln:n;lhs.md the weakness of lluﬁum af an mstmm:n’l
fm zhlng: in education finance. .

1l Enu;‘:Aﬂan anD THE EDucationat Pusuc InrEREST—THE ExasTENCE OF Fmrﬁa MARKET AND
= GoveEmnmMeNTAL FaiLunes ) R .

Many social objectives can us:fully bes classified along two dlnﬁnmmsscfhclency and tqmty
_ Recall that efficiency refers to the allocation of scarce resources in such a way as to maximize
output of goods and service; equily refers to the normatively-desired distribution of. these goads
. and services and of the ﬁppnrmmues to emjoy them. This section considers whether ot not private .
. markets and governments can be expected 1o satisfy efficiency and equity objectives in education. |
To the extent they cam, there is little or no rationale for PIL intervention. To the extent they
Gﬂﬂm‘:ﬂ there s at-least a potential role for PIL efforts.
“The éarly economists—Adam Smith. Alfred Marshall, Thomas Malthus and John Stuart
_ Mill—argued that educafion confers benefiis not only to the individuals b:m& educated but also .
to the society at large. 3 Contemporary economists-have expanded, on that view.*

Among the various external benefits that have been aftribuied to :duc:ihan are: N
\ (1) an ifCrease in Lax revenue; . - . '
‘ " () adecrease iy welfare costs; ‘ LT
(3) a decrease in crime; ) ; ) : =,
. (4) an increase in political particjpation; t I .
- (5) an increase in inter-generational socjal cl.gss mﬂbnhty o

While the value to society of these and other such benefits has not been shov Ihcir ma;mmk!f
are often thought to be significant.’ I some of the benefits of any activity, i ludmx educatmii.
accrue t0 persons other than those who engsige in the acitvity, these external effects (assuming -
they -are not infra-marginal) can be :xﬂccled to lead 1o sub-optimal levels of private-market provision
of that activity. Government intervention im such markets, therefore, is warranud on allocative-effi-
ciency grounds—that is, it is warranted insofar as government is able to correct or avoid such-
failures of the private market to allocate sufficlent resaun‘:ss to the activity that generates the

external benefits. L
Hard quantitative evidence that gdpc;lmn @mﬂceﬂ generate substantial e;lemal net benefits
is difficult to find. What is quite clear, howe is that governmental involvement in education
<is extensive in the United States. Most cementary and secondary schools as well as many’
post-secondary institutions are financed and operated by government, and many non=public schools |
are also subsidized. All schools are regulated by government, and schoof attendance is mandatory -
“for ten years or more in virtually all states, Despite this broad governmental involvement, however,
we may still fail to achieve an efficient allocation of resources toward education and an “equitable™
distﬁbulinﬁ of those resources among consumers. Thai is, we may have a residual market failure—a
“*governmental failure"’ to correct the shortcomings of the private market—and as a resull there

is at least a potential rale for other institutional mec:hm;sms such as PIL.

—_fgovernmental failure may arise for a > seasons.” Crucial among these s the d:g:::

to which various interest groups are able to overcome gfganization costs so as 10 bring their collective
wanis, or economic dcmmds, into the decision prEu In education, some collective interests

*Elchanan Cohn. Tﬁe Ecmamrx of E«iumuan
1972), pp: 23-6. .
. "4See Howard R. Bowen, “Finance and the Aifns of American Higher Education.™ in M. D.
Orweg, ed., Financing Higher Education; Alternativgs for the Federal Government (American College
Testing Program. 1971); Theodore W. Schultz, The Economic Value of Educatioh (New York:
Macmillan 1969); Lesier Thurow, Invesimient in| Human Capital (Belmont, Calif.. Wadsworth ~
F‘umlshmg Company, Int:, 1970); Burton A. Weisbrdd, **Education and Investment in Human Capital,
“Journal of Political Economy,” Supplement, LXIX, No. 5, Part'2 (October, 1962), pp. 106-23;
Burton A. Weisbrod, Exiernal Benefits of Public Education: An Economic Analysis (Princeton,
-M.J.: Princeton University Press, 1964). :
SFor a more eXtended listing, though one whick focuses unh;;her education, see Howard R.
r Education,”” in Orweg, Financing Higher

ington, Mass.: D, C. Heaih and Company, ~

2

Bowen, "Appendix on the Social Benefits of High
Edgfutmn pp. 163-70
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S NATIONAL TAX ASSOCIATION

tan be easily oranized into groups (e, e-teacher associations) i
. elfectively. Other ‘collective interests sich as Tertain, cligses. of educational colftu NGRS
= . ngn-English-speaking 'or prop-resident: students), are Jess-easily Sorginized to, transmit théir ‘wantd,
“.. and.economic demyrids amd Such- interests-are more”likely 16 be underrepresented: Dependingson

':'-fﬁe&hé’ggf:remi,%l; 2bility of various collective intetesls 10 overcome- organfarignal-costs, fi.will be ~—

at the powerda, govern tion, to {et.educationa], targets, and to_define. cupricbla and.*
: nary standards; n'differént hands..-.~* 7§ . = o

A Any educatiopal a € thatha

- consequences imr the icnsé that .the detivity ‘implies ‘changing the disiribusion of r

* and opportunitie3: Reform of school finance. for examgle; implic

.7, redistribution of “tax-burdens and school, resgurce exper ¢

<+ ‘press ‘means that conitol is transferred (or redistributed) from the schoof administratiod” ighthe
siudents” Compulsory busing for racial integration implies obvidus. redistributibng of opporiunities’-

. among students ‘and parents, with sdmt benéfiliyig. and-others being hurt—at leastas they perceive

—even ofi€’ that has impestant efficiency con®quent

. " the consequences, Thie question remains. whether redist iibulionsof thest kinds are.“‘equiiablg™"-—i.e.;
whigther shey correct afailure of the education s¥stem 10 achjeve the disiribution of rights, Egri‘ilg‘ggs

.. Aand opporfunities among the Ju interested Phrties. thatsthe society regards as eduitable.
e Our capacity to-mssess *equlty faiture!* 7 liniled bechuse standargs o what is equitable are »
’ olten-ambiguous or mon-existent. While many persens cite’ “equality’ of educational opportynity ™
as being an equity gbjective, there isnio consehsis on precisely what is meant by that expression—that

- is, whiether certain shecifit changes in sc oo] finance or én-schooling of the retarded, fol examples,
. - are’demanded.ly that équity goal. -3 . », P : . K
e ‘A more meaningful conserus di xist, it seems lous, with fespéciio lh:iinequy sthool ¢

' -discrimination and of dedial. fo students of other” Constilutiondl rights—e.g.. freedo speech
7l due process of law, And ifsofar as an equity faure is aleged to rest on such Colfffitutional-
c ‘Buarantee-grounds, 3 court is a suitable corrective nstitution and litigation is a sitable instrugnent
: (whether or not an optimal one) for determining what isequitable in the’lightof those, Eonstifutional

- +» and other legal guanantees. In- other sttuationd; hdwever, determination of what is “equitable’
is probably best made by a_legislative body . altheugh its capacity,to do so in a way that mirrors

" individual prefesences is likely to be limited by representalional inéquities - .
= - . - = P o e : )
= - H . El = = =
- L. TrELimcasion of ScHool FiINanCE—E Frrciency, EQuity anp PusLIC INTEREST Law
e . - 3 : i . e
A;\iiith, mest public interest law-ty p¢ litigation in the-are: f educaﬁigiﬁi school finance Iiigation
.has been the*product of interaction between governmental an non-profit organizations.® Whereas
- public organizations—OEQ legal services and local govemmenis—have often initiated the school

Jinance lawsuits (e.g., Serrano and Robinson), PIL and-other voluntary organizitions havecontinued .
. them arid have provided essential but dess visible support_servicés such as filing amicus briefs,

Organizing strategy conferences. maintaining a clearinghouse for litigation materials, and funding
fesearch.and other information activities. The schoo] ﬁmnf._e%h’fgaticﬁ. to which we now tum,
iMustrates a nimber of the problems, prospects and limi tationial PIL legal activities #s’instruments
of change in education. Schoo! finance is but one of ‘many collective public interest issues in
education, fowever, and it would be unrealistic to assume that the study of efficiency and equity,
consequences of PIL efforts concerning this-or any other issue necessarily generalizes to others,
This case study section has the following organization: First, in Part A we review the litigation
itself . In Part B we attempt to identify the actual behavioral outcomgs of the litigation, the ways
in which PIL activities have altered the allocation and distribution of resources in education compared
with what they would have been in_the absence of PIL intervention. Finally. in Part C. we assess
“the social desitability of the-outcomes| sought by the litigation . This organization may be understood
in the context of the following simple model*
H ) * =

Litigation - Judicial - School Finance =~  — Social Goals

i Decision Reform (eg., (e.g., €quity_

{ !)1 . . «(2) equalization of 3 and efficiency)
1 ¢ expénditure) ’

School finance litigation might bt judged “successful " 4f and only if the litigation is successful
at all three stages—that is. if and only if (1) the case is won in the courts, (2) the judicial decision
leads to change in finance and expenditure methods, and (3) the change is itself worthwhile in
contributing (o efficiency or equity aspects of social welfare. Part A considers the first linkage, -

*This may imply that the voluntary and public sectors can be viewed as substitutes in advocacy
of the “public interest.” 7 ®
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he ﬂhtmah;pahg{wc:n lmpman ing its jlldlt:lll num Part B focuses on lhe 5E:nﬂd linkage,
lhc effect: of judicial intervention on ‘school financing. Part C focuses on the third lmkgge the.

extent to which finance reform satisfies social ubje;uvﬂ
~Althbugh we believe thar this strocture -

judlt;ml outcome; the publicity associated with litigation may sensitize voters to previously unrecog-
nized problems and lead to legislative change which may then facilitate resource-allocation changes
#nd distnbﬂhnnal changes that contribute to achievement of society’s :Ih:u:m:y and equity goals.

A. ScuooL FiNaNCE me-rmsA Suumv

Schml districts in the United States have long depended upon local property taxes fbr most
of their funds. Since the assessed valuation varies from district io district, so does the amount
of money potentially available for education. In the historic: California case of Serrano v. Priest
{1971), the state judiciary held for the first time that such local property tax-based provision for
schoal financing is unconstitutional. A series of Serranc-like cases quickly swept the country and
. precipitated similar jud]EmEnL; in at least half a dozen states. Most of these lawsuits were based
on the "Eiuﬂ protection”’ claiise of the Fourteenth Amendment to the U.S. Constitution which
reads, 'No State shall . .. deny to any person within jts jurisdiction the equal protection of

«the laws."" Since the" smes have the ultimate responsibility for school financing—local school
 districis being legal creations of the states—and since resources for educationare distributed unéqually
-across dmm:ts the argument was made that the states had denied equal protection to the studegts

:ﬂ’e::hv:ly fnr::lm:d -federal-court Imz:um bnsed on !hs gquxl prnle:unn cl.luse of the 14th

Amendment of the.U.S. Constitution,. litigation has continued in the stite counts, relying on equal .

protgction guarantees within each state’s constitution. Sgrtﬁug. for example, was upheld by the
" tfial court on the basis of equal protection provisions in the, California Constitulion. Challenges
based on state equal protection gusrantees are pending in Dfégm Washington and Massachusetts.
Since Rodriguez an alternative legal theory for challenging school financing has emerged. In
Robinson v. Cahill (1973) the Supreme Court of New Jersey struck down a similar financing scheme.
The ralmﬁﬂ: for that decision emerged from a state cosstifutional mandate "“for the maintenance
“and support of a thorough and efficient sysiem of free pablic schools™ —not from equal protection,
a la Serrano. At least muﬂaen other state constitutions have such explicit guarantees regarding
the educational sysiem.” A lower state court in Idaho has declared Lhal the Idaho system of school
finance is unconstitutional on the basis of ifids. latter kind of guarantec. However, a Robinson-style
complaint has been dismissed in [llinois and that dismissal has been affirmed by the Illinois Supreme
Court. More recently (December 27, 1974) a superior court in C‘mn@:lﬁ:m found that stpte’s system
of school financing to be unconstitutional.
+ “*Public interest’’ litigation has had many successes at stage one, in the courtroom. We tum
now to its effects at stage two; what changes have a::urred in m:lhﬂds of school finance.
5

: B. lur*u:r OF 111: me*nnﬂi-TuE ProsrecTs ror BEHAVIORAL ‘:HAH!‘QE

The post-Serrano record’ sug:sts that “'significant”” equalizalion of schmhng expenditures
has already been achieved within some states, However, these developments cannot be a) lﬁbuted
exclusively to the litigation. It should not be assumed that there woukd have been no school fi
reform without the litigation, for school finance reform had been attracting substantial ppan
even before Serrano. For example, both the President’s Commission on School Finance and the
U.S. Office of Education’s MNational Education Finance Project were established prior to Serrano.
Thui, as we argue below, the apparent effect of the PIL-supporied litigation is greater than its
actual effect. In fmany states—but not all—school finance reform appears to have been forthcoming
anyway, either through judicial or legislative actions. .

o
The Impact on Public Opinion 4

Since-1969, the Gallup organization has conducted an annual pool of attitudes toward education.®

While none of the questions in the early public surveys explicitly inquired about people’s attitudes

. THarold J. Ruvoldt, Jr., " Educational Financing in Hew Jersey: Robinson v. Cahill and Beyond,”

S:lnn Hall Law Review, V (Fall, 1973), pp. 15-16.
* %Stanley M. Elam (ed.), The Gallup Polls of Attitudes Toward Education, 1969- 1973, (Blooming-

ton, Ind.: Phi Delta Kappa, 1973), p. 62, S .

= =

tion can be successful in coniributing tti social welfare even if it dgaea ot lesd to lrflvnﬁbk
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: in{vard Equali;ing éélu

ulhcr cms:qu:nces—e g pn:perly lax reli:f ba ng nul ' ally despErat: urban schoal disln:ls

T4 NATIONAL TAX ASSOCIATION—TAX misﬁfmsuﬁauémfr” -

&

2 mna! “ﬂppurlumly,

ih:y did. ask far ﬂpmu‘:ns cpne:rmng mcreased SHE
g expe d

aid to the disadvantaged, and local control. In early 1970, a year before Serrano, 54 percent of
persons in the national population sample favored increased:state fundmg % In 1972, almost a year
after Serrano. that figure remained virjually unchanged, at 55 o

The 1974 Galiup Poll of Public Attitudes Towird Educa(mn explltllly |nqmred abnul peaplé s
upmmﬂ on equalizing expenditures. Th:y were asked:

At present some public school districts spend less than others per child m sthml Would
you favor or oppos¢ a constitutional amendmeni 1o reduce these differences?

this fmdmg is mmparable to the :arher ones. If it is, it shmﬁd surge of mleresl in school finance
reform. 7

The lmpacl an Pubhr Pahi‘y ,

Itis cerlamly too early o asszsilhe full impact of school finance litigation on publlg policy
in-education. It is perhaps even too early to do so for the 20-vear old Brown decision, much. .
less as recent a judicial development as Serrano-type litigation. Newertheless, school fing
aclivities have been distinguished for the rapidity with which legal action has been translated not
only into judical decisions (link 1), but also into changes in governmental tax and expenditure
actions (link 2).

After Serrano, state legislatures, governors and state departments of education began commis-
sioning study groups-to explore better ways of financing schools. Within a year of the decision
on” August 31, 1971, all Hﬁ( one of the 50 states had established at least one major commission
on school finance, and in some stales there were as many as a dozen separate study groups.
Al lhe federal mvefnmen[ Ievel thr: DﬂlcE of Edugancm eslabhshed a ngk ch.s on Sthm‘l Fmance -

recommended school fmanmng reforms that wguld equahze schcml ex enditures, and a number
of siates subsequently enacled school fmance legislation growing out of € Commission’s regnmmen—
dations.

By 1974—only three years after Sermm— 12 states were reported by the Educational CﬂmmlSSIQ
of the Siates (o have enacled “major’* school finanice reform.'" Legislation had the effectof i increasing
éjsme share of public school expenditures from 34 percent to 42 percent in California, from :

70 percent in North Dakota, from 29 percent to 48 percent in Kansas and from 31 percent
51 percent in Colorado. Sc:me other examples of the kinds of changes enacted by the siates
follow: . .

Maine :
On June 22, 1973, Maine enacted one of the most significant school equalization .
v feform acls ever io become law in this Nation. The law entilled “"An Act Equalizing
the Financial Supr;mrl of School Units,"” will substantially equalize expenditures for public =
and debt service.'? :

Maryland
With the enactment of SB 807, the 1973 Maryland legislature modified the State
aid formula. The changes were based largely on the recommendations of the Governor's
j Task i orce on Financing Puhln: Education. The State agreed to fully equalize a program

“lbid p. 75

bid., p. 143. - . . ,

""The 12 states enacting *'major’’ ‘school finance reforms were California, Colorado. Florida,
Kansas, Michigan. Montana, Utah, Mainz. Illlinois, New Mexico, Virginia and Wisconsin. States
enacting lesser school finance reforms were lowa, Kentucky, Maryland, Minnesota. Qklahoma,
and Washington. (School Finance at a Glance, a chari prepared by Lucile Musmano, Denver,
Colorado: Edycation Commission of the States, 1974), =

"Alan C. Siauffer, Summary of 1973 School Finance Changes (Denver: Education Commission

of the States, 1973), p. “B. -

I . . . =
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requiring an expenditure of $610 per pupnl ‘(formerly $430 per pupil). Th= Sme ‘also
agreed to pay 53% (formerly 45%) of the statewide cost of such a pmgmn with lhg
dmmt shnre vnrymz in relation to wealth® _ - . )

Mttﬁigm eTTTTTTT ]

' An impnrtam new school finance law, Act 101 of 1973, was enacted in Michigan
in August 1973. Under this new law Michigan has abandoned its Slrayer—Hmd formula’
fof the distribution of education aid and has rncved to a guaranteed yield plan knowns 3
a3 the Equal Yield Plan. T

Starting with the 1973-74" schml year, Michigan will guarantee a mlllng: yield nf L

$38 per pupil per mill for the first 22 mills levied by local school districts. This guarantee " -
will rise by the 1975-76 year 1o 540 per pupil per mill tﬂl all Tecal school millage wnh o
na maximum limit-on which the yield lumm:: apphe; '

More recently—and most dmman:ally—the New Jersey legislature, in direct response 10 the
Rabinson mandate, enacted its first income tax. It passed a two percent tax on persons earning
less than™$20,000 ‘pe; year and a 2.5 percent tax on those earning more. The tax will prﬂv:de

.. 3374 millien tp fund the finst year of 1h= new s:hnul finance pl:n, $485 niillion for the second,

#nd-$570 million for the third. ¥
We cannot assess quantitatively the extent to'which such changes have brought about grealer

equlhzlnﬂn of expenditures within states; it is likely, however, that they are a significant step

in that direction. Neithér can-we reliably extrapolate to future education-finance developments,

except perhaps in.Wyoming and California where such changes -are still mandated by the judiciary.
California has been given until 1980 to come up with a constitutional school finance structure.
Alung with the example of states in which litigation appears to Have had both judicial and
legislative effects. there have been cases that havé produced no legislative change, at least so
far. In Oregon, full (100 percent) siate ing of schooling—one finance mechanism that is consistent
with Serrano—was approved by the legislature but decisively rejected by the voters in a statewide
referendum. Schook finanee reform was similarly blocked by the voters i Washington. Wyoming

" voters rejected an amendment to the state- constitution that would have substituted a. statewide

pmperty tax for the lm‘:al property tax that currently pays for education.

The Actual Impact of the Litigation?

The “*production’ of schoel finance reform—as with other social reform processes—is llkely
lo involve a number of inputs. PIL has been one input, but there have been others, including
such non-law inputs as research. interest group organizing, and information dissemination. Esch
of these inputs interacts with the others and with pre-existing and evolving attitudes. Di inating
the partial effects of each input is difficult, at the least, and may even be lmpﬂmble if ther: -
is jointness of inputs. To see the difficulties, consider the following: . o

L. In the years immediately preceding Serrano thege was widespread pubhc support fﬂr grﬁl:f
équality in education. In a survey of Calif§rnia citizens in 1967, four years before the Serrano
litigation, 83 percent felt it important to provide as much money to poor school districts s-rich
school districts spend.'® In 1969, 56 percent favored increased state funding, while.only. 28 percent
opposed it."” In early 1971, 6] percent of school superintendents in California Tavoré rqualization -
of per pupxl— expenditurgs while only 21 percent opposed it."” The organized interest-groups that
ugually Tavgr school reforin and those that usually ﬂrése it both favored -equaglization, 80 percent -
and 77 pen:xul respectively.'” Furthermore, 67 percent 3f legislators anticipatéd major school finance
reform in the next five years.® All of these polls antedate Serrano. Such attitudes in California
suggest that school finance réform would have been achieved even without Serrano.

These findings can be misleading, however, for a variety of reasons: (§) The survey questions -
do not probe the intensity of preferences; (2) peoples’ true preferefces may not be the ones- :theys. -

YIbid..p. 9. . : S v

“Ibid.. pp. 9-10. S LT K

* Education’ Daily, IX. No. 134 (July 12, I976) p-I. '

'*A, Meltsner, G. Kast, J. Kramer and R, Nakamura, Political Feanblmy of Refﬂnﬂ in School
Financing, the Case of California (New York: Praeger, 1973) . 2 .

Ibid.. p. 17.
“Ibid., p. 52. - . . } N
®Ibid.. p. 188, . . ) o T

®[pid.. p. 103, .10 o -
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tion has been mcffeeluxl—nnly,

that it \lri: rml lh: anly impurunl mput to the pru-ductmn of s:hunl finance reform. .
litigational inputs alos contributed to_the process of 7s;hml finance reform. Among

uﬂtmﬁ of information, and activities of pﬁlmcal leaders.

the;e “other-i -inputs were rese:rch “dn;, r
8. Research
Iﬁ ummngorm “was q:le‘r!y

nse m-judit:iﬂ mandaté.” 2! The drive
glion finance by the Citizens' League;
o ’,mnménded full state assumplinn nf eduéqtional expenditures * lnng before'” a
"L count decision (Van Dusartz). . .
b. Cunfcr:ntﬂ-sllxsﬂmmlmn of Information — =~
In. some sm;s key legislators were apparently mﬂuem:ed by mfumgtmn conveyed at
feetings. In Florida, for \;nmpl: “Key legislators . . . traced their interest and understanding
of. school finance- "pmblems back to conferences :cmv:ned by the National Committes for
" the Support of (He Public Schools held in the mid-1960s. In Maine . . . several . .. . state
officials had been wired into national reform networks through attendance at confér:né:s

n:‘ sni!ply a resp

S ‘ :ﬂgvgﬁl bg\lhf. Hnngml Education Funm:: Prmﬁ:l and the Education Commission of the

Stat _ oo
. ¢; “Political L:ader: . .
if reform Igﬁlhlmn is to be enacted, a central role for;key politica leaders can be :xp:eled
**While thv govermors in Califomia and Minnesota spearhgided the campaign for finance revision,
in’most other states influential legislators (and their supporting staff), education committee
chairmen, speakers.of the house, and senate ;ngnmy leaders proved to have provided the

.. leadership.””®
It flso bears mznnumn; that Nevada passed msmr qualization legislation' in 1967 and Delaware
did ‘the same in. 1969,

The partial effect of Imp;mn and lhe r:sullmg judl!:lal action is much clearer i in New Jersey.
~ In that state the Robinson litigation was critical to the enactment of a state income tax to fund
* & more equitable school financé scheme. The New Jersey Supreme Court had mandated reform
by Dac:rnb:r 1974, but a legislative stalemate prompted the court to abandon its deadline.? The

-, courl finally ruled, on May 13, 1976, that it woald close the schools and ban any state expenditure

for education after July | unless the legislature passed a tax pa:kage to fund a more equitable -
finance scheme. The legislature did not, and the court kept its promise. The schools did not reopen
until July 12, after the legislature, barely passed the state's first income tax for the purpose of
funding the schools. Itseems r:asambly clear that the ta; would noi have passed without Rabmmn—al :
least not at that time, .

C THE chﬂmm, Ei;urrv AND ALiocanive EFFiciency CONSEQUENCES OF Schx. FiNaNCE Rerorum |

In this section we cgns;de: the economic implications of the school finance litigation—link
3 in the process described at the bggmmng of Section ITI. What are the probable consequences
of school-finance litigation in terms of (1) income distributional equity, and (2) allocative efficiency,
assuming that the litigation is successful in the courts. =

Because of strategic considerations, the oulcomes sought by litigation were never explicity
revealed. A wide variety of school finance packages could, for example, satisfy. the Serrano-criterion
of “wealth neutrality,” Nevertheless, the following appear to have been the intermediate objectives: |
{1) Equalization of per pupil expenditure on schooling (after adjusting for cost differences): (2) -
"*leveling up—bringing per pupil :xpend:tures of low-spending districts up to the levelin high-spending
districts. These goals imply an increase in aggregate educational expenditure rather than simply

) . aredistribution of current expenditures. The question we pose is, if these two intermediate objectives

were achieved, to whil-extent would they contribute to the social goals of equity and effigiency? . .

Income Distribiflonal Equity

By “income distributional equity’”’ we mean the egalitarian income distributional norm that
motivates pubhﬁ programs such as fuod stamps and legal aid for the poor. If per pupil school

HJoel S. Berke, Answers 1o Inequity: An Analysis of the New School Finance (Berkeley:
MeCutchen Publishing Corp. 1974), p. 119, -
Inphid., p. 123.
2rbid., p. 123,
A 3 Education Daily, 1X, No. l}s:’(luly 12, 1976), pp. 1-1.
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. expenditures were equghzed as the school finance refﬂrm litigation sought, that would seem to
°, contribute, virtually by def mun to a more egalitarian indome distribution. School finance reform
. definitely wuuld have a positiv

e *‘equity " effect (assuming that such reform did not triggér adverse
adjuslments in other taxes or expenditures—an assumption that is questionable smt;s an increase

“- in aggregate expenditures on education would necessitate some adjustment).

MNevertheless, school fin . refurm might well not be considered a major egalitarian thrust.
As Christopher Jencks, et al., note, “i(n) a country where the top Tifth of all families receive
BOD to 1000 percent more income than the bottom fifth, the fact that children from those same
families attend schools whose expenditures differ by only 20 percent seems like a triumph of
egalitarianism.”"* Furthermore, to the extent that the increase in total scheoling expenditure would
be financed by property taxes—vwhich tend o be regr:sswe—lhe Equahzmg effect of expenditures
may be somewhat nffsel

Allacative Efficiency E

By allocative efficiency we mean the desirability, in a benefit-cost sense, of an increased
-level and altered distribution of edustional expenditures. Education is a form of investment in
human capital. We can inquire, therefore, into the effect of education expenditures on the productivity
of human capital.? A succession of major studies have found that the benefits of sx:hmlmg do
not vary significantly with expenditures. The Coleman report, for example, on the massive HEW
study of educational equality— Equaliiy of Educational Opportunity—concludes that:

Differences in school facilities and curriculum, which are the major variables by which

altempts are made to improve schools, are so little related to differences in achievement

levels of students that, with few exceptions, their effects fail to appear in a survey
- of this magnitude ¥ ) .

A Rand C‘nrpnralmri report prepared for the President’s Commission on School Finance surveys
the social science and edycational research literature and concludes that:

lncreasi,_ﬂg ekpenditures on traditional educational pra\:tmes is not likely to improve

educational outcomes substantialty, 2 .

The President’s Commission on Schml Finance estimated that the additional cost of equalizing -
expenditures at the 90th percentile in all statesin 1970-71 would have been seven billion dollars —about
19 percent of total state and local school expenditures at that time. But if the studies fust cited
are approximately correct and the benefits from such investment are negligible, then to increase
and to equalize expenditures would entail an unproductive use of almost seven billion dollars per
year. I{ is therefore not surprising that at least three social sciehtists—Daniel Moynihan, Thomas
Ribich and Herbert J. Kiesling—have concluded that upward equalization of schooling expendnures
is not efficient.?” The present state-of-the art does not permit a definite evaluation, however, since
other stugies support the opposite conclusion,

Lewis J. Perl®™ apnalyzed Project Talent data and concluded that educational outputs can be

MChristopher Jencks, et al.. Inequality: A Redssessement of the Effect of Family and Srhmlmg
in America (New York: Harper Colophon Books, 1973), p. 27.
" M“aWe can. also inquire into other hypothesized effects of education—e. g.. on “intelligent™’
voting and on “‘good citizenship,” as well as on other forms of benefits that may be external
to the student-parent unit. The question of whether the current level or distribution of school
expenditures is_inefficient, considering the optimal provision of external benefits, (am:l external
costs, if there are any), is another relevant, but exceedingly difficult question to answ ’a

‘PJames S. Coleman. et al Equality of Education Opportunity (New York: Ran om -House,
1972), p. 310.

®Harvey Averch, et al., How Effective is Schcmlmg ? A Critical Review and Synthesis of Findings
TSanta Monica: The Rand Curpﬂralmn 1972), p. 155.

"See Daniel P. Moynihan, ‘*Equalizing Edutalmn In Whose Benefit?”" The Public Imerest,
“XXI1X (Fall 1972, pp. 69-89; Thomas [. Ribich, "*The Problem of Equal Opportunity: A Review
Article,” Journal of Human Resources, VII (1972), pp. 518-526; and Herberl I. Kiesling, *The
Value to Society of Integrated Education and Compensatory Education.”” Georgetown Law Jourmal,
LXI {March, 1973}, pp B57-R78.

?Lewis J. Perl. “*Family Background, Secondary School Exp:ndllure and Student Ability,”
Journal of Hurdan Resources, VI, No. 2 (1973), pp. 156-180.
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8 NATHONAL TAX AS.SOCLATIOM—TAX INISTITUTE OF AMERICA

1t = .
increased by dncreasing school expenditures - Anita A, Summers and Barbara L. Wolfe ¥ alo found
1 significant link betwveers schaool tesourcet and educafion qualily. And a stucy by Gege E.
lohrason and Framk P. Stafford, relating irsdividual earnings to schoolirg expenaditures, reported -
that = ’ * ' ' . = . X =

The estimmsted marginsl rates of rewrr (0 school quality are'found 1o be consideracbly’,

higheer than the comes pondling mates of relurn to yearsof schooling . . 3@ .

The stucly sunggests the desirability of incressed eclicational quality in schrool istricis

vith lowerper pupwilex pendlilures so 15 o8 equializes the weiurm to yearsarsdannual expesnditure

per pupila ;

The Johreson-Stafford resu s ‘ismply that thes rate of retuim to the severs billion dollaar eqqualiZing
invesimeryt would be aileast 12 percen. Evern if the social rate of discount were as high s
10 percenst, thee present valwse of this seven billion dollar investment would be one-and -a-hall tirmes
that amowsnt,'® or $ 10.5 billion—anetbemefit of 3, Sbilion dollass. At afive percentnte of discount
the presernt vaslue of thee inwestonent would bee $28 billion, and the nee benfit would be §21 billion.
Aleither discount nmte the investment would be e fficien:. !

However one weigths the onflictirag enopirical studies of allocative efficiency of eduicatiaon,
itis imporrtan® 1o Teslize that the concept ool “efficiency " that is being measured is limited. We
are not comfident, fofexampele, that the relevant educasionall cutcomes axe besing adeq uatel y momilored:
inexisting evaluatin research. Mot ‘stidies relile schooling expendituires to achievemen gesi

, vesults, particudlarly in readiing the mnathematics, and they do not explore the relationship oof those

experidituses 1o the “higher” foms of cogniive schievemen!, or to chitverment in oher fields
of leaminggor 10 ron-coognitive oulcomes suchas self-worh, humanity, citizznship and comamurmity
lesdenihip . Many such chamscteristics are valed by indi viduals and by scciety But are not fuly
rewarded by the labor mark €1, )

There is some evicknce that equalization of scheoolirng expenditures #s so<ially efficiertt eveen
if "quulity” of edwcation—broadly def ined—does ra vay with expendinire. The Gallup Polis
of Attitudes Tovard Education found, ire 1973, that only 39 percent of persons ina m wonal umple
thougcht theat irxressing the per pupsil expenadiure from $00 to 31,200 would have miich effect
onachievenent” ye that 66 percent favored . albit in 1974, & constitutiorsal armendnerat to redu ce
dilferences in per pupil exprenditures. ™ This suggests that a large fraction of the popualstion—en

the order of Z7 percent—v alie whaooling expendiluse {1 some reason other than jt= effect on -
cognitive mchievement,

IV Cormiusun

W's hatve Swghi 1o undtotand and ovalale (he cors scquasnces ol the recent schaol Finan<e
litigation a2 caxe siudy of the effect of one lype of institution. PIL. and one lyp of instxument
of swocil ¢ hangge, litipation. The school Finanace aren would appear to be an excellent subjert faor
suxch s assessment. The school finance refom effons, the Serano and related litigzatiors , hawe
received meuch diemtiors: they have been wickly repored and the porlicy implications have been
researched by mmalmost sincountable mumber of schaolis . Orve might think thatt this unuisial &vai bili &y
of resaurce mmterind would pertrnit a more satisfactory analysi s than is feasible for PIL. activities
in weh otheer amws a5 edvironmenial preservaition . conummer information o Elujm:m discrini-

" Anitm A. Summners ind Barbara L. Wolf <, * Equalty of Educationil Oppesttunity Quapdified:
A Prodiuction Function Approsach, ' Federal Reaerve Bank of Philsdelphia, Deepartriesiof Resesrch,
19795, )

*Giorgie E . Jobhnuson arsd Frink P. Saf ford. * Sociml Retwmas to Quuntity and Quality oof

Schooling,”™ Jouemal of Fumaan Resources, VIIE, No. 2 (1973),p. 153,

"' Ibid., p.139. CharlesR. Rink and Edvard C. Rutledge have corroborated the Johnson-Stafford
firsding usimg dilstrictwicle school exprenditures, See their * ~Social Returns to Quaantaty aryd Quuality
of Educitiom: A Furgher Satemerst,”" Jourmal of Human Resources, X (Winter 1975). pp. T8-79,

"This figure is derived by gakirg the 2 percent intewest differeratial betweers a J 2 percent
rate of retusn and a 10 prercent Fate of discow i and Lrealimg the invesimerai as 2 reverse annuity
which sccrues evenly over a #0-year working liffetinese. Alhough the distributaon of eamings thxough
tieme is ot Winifoth (even ) our estimate is siill Spprovximuaiely corvect .

"Stnley M- Elam (ed), op cit, p.62.

“Gallup, George H.. "Siath Annmal Gallep Posll o1 Public Attitude's Toward Edycagion, ™' Phi
Dedin K appaan, September 1974, p.. 26, ~ :
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nation . ** Nevertheless, our findings are quite lirmied.

Tt is much too early even to begin assessing the long run or ultimate impact of school finance
liligation. Even the short run impact. however. is uncertain. Whereas the PIL efforts seem 1o
have precipitated major school finance refarm, there s at least some evidence that such developments

%um: so duickly. The disturbing fact remgins
that social science research does not yet permit a reliable assessment of either the eff
or equity consequences of school finance reform. Perhaps time and f{uture studies will eve lly
produce professional consensus on whether or nol the “'quality” of schooling depends upon the
expenditure level, and on whether or nal earnirgs and other dimensions of well-being depend
upon the quality of schooling. Butl such consensus is not yet presenl. Moreover, we remain some
distance from being able (o isolale the partial effect of one institution’s inputs, e g« PIL. from
the effects of other inpuls 10 the process of social change. s

Despie the difficully of evaluation. we judge that schoel fmance hugation, o which Pl
efforts have contributed substantially. has had a nntewm‘qhy’ direct and indirect effect (albeit not
one that can bx easily ql.!étﬁ[!f!td]) tn at least a few states, wcluding Cabforma and New Jeney,
"And even if the school finance 'liigativn were ultimately judged 10 have failed in the sense of
having no direct effect on legislative or adminstrative bghavior let alone on the level or the
distribution of income and wealth, 1t may sill have succeeded 1n an indirect bul no less potent

manner . by focusing public attention on educational quality and access to 1t To raise ymporiant
questions is is€lfl of value, even if the answens are notimmediately clear . :

Reform of education finance 1s likely to ievolve a prolonged and costly campargn 1 which
PIL litigation 15 bul one instrument  Educalion issues because they are often of broad social
sgnificance. «an seldom f ever be sesolved by udiial confrontation, aloae  As the econumie
social, and poltical process of educativn finance reform contindes 1t 13 relevant 1o recall that
a recenlly as 1974 66 pereent of Americany appeared to favur g Cousbiutunal amendment 1o
reduce differermwes 1 per puptl expendituies This  after oIl has ticen a mali gual of the Pl
school finance litigation

UFRotanalyses of the o ound cilio simws e s B nahiees Bz Gaos il oacuoiny nSe Welsbiod,

etal opar Part 1l
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